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SUMMARY 


The Cameroonian economy demonstrated real growth of 5-6% in FY 1978/79 with 
relative financial stability and some success in lowering the inflation 
rate. Cocoa and coffee production continued a modest climb and prices 
improved toward the end of the fiscal year. Oi] production is well under- 
way and 1979 output should reach 1.5 million tons. The national budget is 
balanced at CFA 186 billion (about $869 million). Progress has been made 

in the areas of communications and transportation infrastructure. The econom- 
ic outlook for the coming year is good although real economic growth may 
slow marginally. Cameroon continues to be an attractive market for U.S. 
goods and services and welcomes private American investment. Imports from 
the U.S. in 1978 dropped to $52 billion but should increase this year. 
Currency figures in this report are stated in CFA francs due to fluctuations 
in the rate of exchange. The average rate in 1978 was 214=$1. 


CAMEROON KEY ECONOMIC DATA FY79/80 


DA AA UNIT FY77/78 FY78/79 % Chng (Est. ) 
Exchange Rate US$1.00 CFA 215 214 N.A. - 
GDP Billion dollars 4.4 §.2 12 5.8 
GDP Constant June 1974) Billion dollars 2.7 2.84-2.87 - 
Per Capita GDP Dollars 558 628 12 


Per Capita GDP ‘Dollars 337 356-359 
(Constant June 1974) 


Consumption % of GDP 71 
Investment % of GDP 20 
Rediscount Rate % 6.5 
Money Supply (End FY) Million dollars 


Balance of Payments 
OCA Sth UNIT FY77/78 FY78/79 % Unng 


External Public Debt Billion dollars 2 - - 


Annual Debt Service % of GDP 2 - - 


% of Exports 10 
Exports (FOB) Million dollars 888 .4 - - 


Imports (FOB) Million dollars 1,004.7 - - 
Trade Balance Million dollars (116.3) - - 


Exports to U.S. Million dollars (CY1977) (CY1978) 22 
36 44 

Imports from U.S. Million dollars (CY1977) (CY1978 (27) 

66 52 


Main exports to the U.S. (1978): coffee ($27 million); crude petroleum ($12.4 million) 

Main imports from the U.S. (1978): Electrical equipment ($20 million); transport 
equipment ($17.5 million); food products ($6.3 million); paper products ($3.1 mil- 
lion) 





Part A - Current Economic Situation and Trends 


Recent Economic Developments 


After a period of generally slow economic growth in the fiscal years 
1976/77 (July-Juney and 1977/78, Cameroon made substantial economic 
progress under conditions of relative financial stability during 

1978/79. To a great extent, this progress is due to the development 
effort undertaken by the Fourth 5 Year Economic, Social and Cultural 
Development Plan (1976/77-1980/81) as well as an upsurge in export 
earnings late in the fiscal year due to the rise in world prices for 

the nation's primary export crops, coffee and cocoa. A substantial 
increase in official foreign borrowing was also a contributing factor. 
Cameroon's gross domestic product (GDP) in current prices reached 

$4.3 billion during 1977/78 and, according to government statistics, 
topped the $5 billion mark in the fiscal year ending June 30, 1979. 

Real growth increased between 5-6% during fiscal year 1978/79, up from 
about 4% in 1976/77 and 3% for most of the early to mid seventies. 

With regard to last fiscal year's GDP of CFA 1,075.6 billion, consumption 
accounted for 71%, investment (capital formation) for some 20%, and 
government (plus exports minus imports) the remainder. On the supply 
Side, total GDP consisted of 36% from the primary sector, 24% from the 
aay °~ te sector, with the tertiary sector (mostly trade) accounting 

‘or ‘ 


ntil recently inflation has been the main weakness in the nation's 
therwise well-managed economy. From 1973/74, when petroleum prices 
ncreased, through 1978, the inflation rate in Cameroon was in the 
eighborhood of 14-17% per annum. Much of the annual increase can be 
ccounted for by imports and the demand by neighboring countries for 
vameroon's foodstuffs, but the rapid growth of the money supply 
,about 20% annually during this period) was certainly a contributing 
factor. According to government statistics, the cost of living for a 
medium income family in Yaounde (the capital city) increased by 9% in 
1978/79, down from an increase of about 15% the previous fiscal year. 
The general decline in the nation's inflation rate is largely attri- 
butable to a slowdown in the expansion of the money supply resulting 
from a tightening of domestic credit during 1978. No doubt, another 
contribution to the decrease in inflation is Cameroon's crude petroleum 
exports which helped offset the price paid for the nation's imports 
of refined petroleum products. 


In the fiscal year ending June 30, 1979 there was a marked slowdown in 
the growth of government revenue due mainly to the absence of significant 
new tax measures. Coupled with a decline in net foreign assets due to an 
adverse shift in Cameroon's terms of trade (caused by a downturn in 
prices received for the major export crops during most of the year). 

GDP growth remained in the 5-6% range. Credit expansion accelerated 

once again, imports rose by 22%, and net payments for services and 
transfers grew by 16% contributing to a current account deficit which, 
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as a ratio of GDP, tripled to 5.3%. A sizable external payments 

deficit resulted in a significant drawdown of the nation's official 
foreign reserves. At the end of April 1979 Cameroon's reserves were 

equal to only about three weeks of import requirements. At the same time, 
Government external borrowing for development purposes, including several 

major loans on commercial terms, increased the national debt considerably. 

Although the debt service ratio is estimated to be equivalent to only 

10% of the value of exports and perhaps 2% of GDP, it is expected to 

rise significantly by the mid-80's. Of Cameroon's total disbursed 

external debt of $863 million (total external debt is nearly $2 billion), 

41% is owed to foreign governments, 20% to international organizations, 

and 30% to the private sector. The FY 1979/80 budget law authorizes 

the Government to borrow up to CFA 40 billion from abroad even though 

eat officials say external borrowing will not exceed CFA 23 bil- 
ion. 


Toward the end of the fiscal year 1978/79, prices for Cameroon's exports 
began to recover; as a result government authorities now project that 
average export prices for coffee and cocoa will rise by 6% by June 1980. 
The prospects for the nation's overall external payments remain unfavor- 
able, however, and another sizable deficit in the current account is 
likely this year. Thus, Government has decided to undertake a financial 
program aimed at reducing the overall balance of payments deficit without 
unduly inhibiting the growth of the economy. The financial program 
consists of a set of fiscal and credit policies designed to restrain 
growth of domestic demand so as to reduce the current account deficit 

to an amount consistent with a reasonable level of foreign borrowing and 
a moderate decline in reserves. Authorities are placing increased 
emphasis on directly productive investments, especially in agriculture 
and manufacturing, which they hope will give rise to real GDP growth of 
4-5% with nominal GDP expected to rise by 15%, implying a slight 
deceleration of the rate of inflation. 


National Budget and External Accounts 


The National Budget for fiscal year 1979/80, adopted by the National 
Assembly at the end of June, is balanced at CFA 186 billion. This repre- 
sents an increase of 12.9% over the FY 1978/79 budget of CFA 165 billion. 
The budget is divided into two sections: The Recurrent Expenditures 
Budget, set at CFA 129 billion (up almost 14% over last year), and the 
Special Public Investment Expenditures Budget, amounting to CFA 57 billion 
up more than 11% over the previous year). However, CFA 18 billion 
32%) of the capital outlay is earmarked for external debt servicing. 
The former budget accounts for approximately 70% of government expenditure 
while the latter budget amounts to 30% of official outlays. In terms of 
budget shares, the Ministry of National Education again has been allocated 
the largest amount keeping with the high priority assigned to education 
in the nation's development. Defense accounts for the second largest 
share of the budget, while Agriculture's share remains constant 
(even though the agricultural sector is the nation's highest development 
priority). Over 51% of the Investment Budget is allocated to equipment 
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and construction. On the revenue side, Fiscal (tax) Revenues are 
expected to amount to CFA 167.9 billion of total revenue collections 

of CFA 186 billion. Customs duties will acount for 51% of total revenue 
while Direct and Allied Taxes are forecast at CFA 44.6 billion (24% of 
total revenue), up nearly 11% over last year due to general increases 

in the price level. 


1979/80 Recurrent Budget (selected shares) in millions of CFA 


Ministry Amount % change over 1978/79 


National Education 20,727 19.8 
Armed Forces 15,681 11.4 
Public Health 8,400 24.8 
Equipment and Housing 6,670 Seu 


1979/80 Investment Budget (shares) in millions of CFA 


Amount % change over 1978/79 


Equipment and 29,472 0.9 
Construction 

State Participations 1,770 22.6 

Subsidies 7,910 37.2 

External debt 18,000 20.0 


In its external accounts Cameroon registered a customs trade deficit of 


CFA 25.4 billion in 1977/78 according to Government statistics. Worse 
yet, the official Government statistics show a deficit of CFA 40.5 billion 
in the first half of the 1978/79 fiscal year. In 1977/78 exports totalled 
CFA 191 billion, an increase of 16.5% over the previous year, while 
imports reached CFA 216.4 billion, an increase of 24.5% over a year earlier. 
Import figures for 1977/78 reflect an increase in semiprocessed industrial 
products, especially clinker, malt, fertilizer, and iron bars; transport 
equipment (up 43%), especially trucks, tractors, and public transport 
vehicles; and petroleum products, which accounted for 10.3% of the value 
of all imports. In 1977/78 the EEC nations purchased over 75% of Came- 
roon's exports and provided two-thirds of the nation's import needs. 

Trade with the U.S. during 1978 was as follows: 


U.S. exports to Cameroon: CFA 11.1 billion 
Consisting mainly of: machinery, transport equipment and 
manufactured goods 


U.S. imports from Cameroon: CFA 9.4 billion 
Consisting mainly of: coffee, cocoa, and petroleum 


Thus, in 1978 the U.S. captured 5.2% of the Cameroonian market as compared 
to 7.4% in 1977. France still is Cameroon's major trading partner having 
provided 46% of the country's import needs while taking 29% of its exports 
in 1978. Other major trading partners of Cameroon were Netherlands and 
West Germany. 





The Fourth Development Plan and External Assistance 


In mid-1977 Cameroon initiated its Fourth Plan (1976/77-1980/81) which 
schedules total expenditures of CFA 725 billion (subsequently revised 
upward to CFA 931 billion) over the five year period. Of this amount, 
CFA 685 billion is earmarked for national programs, more than double 

the total expenditures of the Third Plan. The plan emphasizes agri- 
culture, agro-industry, infrastructure, resource extraction and 
processing, and import substitution projects. Directly productive 
activities have received an increase in proportional allocation of 54% 
over the previous plan's level of expenditures. Infrastructure receives 
23%, while housing and social programs are allocated 19%. Over half of 
the 27% of the financing which is expected to come from external sources 
is expected to be provided through bilateral credits on concessionary 
terms. 


At the time that the Five Year Plan was launched, 73% of the financing 

was estimated to come from the public sector (45% domestic, 27% foreign 
grants and loans) and the balance from private sector sources. During 
1978 Cameroon received approximately $300 million in development 
assistance. France was the largest donor, contributing about $123 million, 
followed by the World Bank with about $95 miilion. Other donors, the EEC, 
W. Germany, Canada, the UNDP and otherscontributed another $82 million. 
United States assistance to Cameroon in FY 1978 amounted to $12.7 million, 
in FY 1979 $8.6 million, and by 1981 U.S. cumulative total assistance to 
this nation since 1961 will have reached over $100 million. Most U.S. 

aid is in the form of technical assistance. In addition, the Export- 
Import Bank of the U.S. has $84.5 million worth of loan exposure in 
Cameroon (of which nearly $76 million is active), while the Overseas 
Private Investment Corporation insures over $1 million worth of American 
investment. 


Major Sectors of the Economy 
Agriculture 


The agricultural sector, including forestry, fishing, and livestock 
production is the mainstay of the Cameroonian economy. It employs over 75% 
of the work force, accounts for over a third of the GDP, and provides the 
underpinning on which the nation's industrial sector (largely agro- 
processing except for mineral extraction and aluminum smelting) is based. 
In addition, this sector provides about 70% of all export earnings. 
Cameroon's agricultural potential is considered by many, including 
Government, to be the nation's most important economic resource and is 
given priority attention in the Fourth Development Plan. Even now, with 

a population of nearly 8 million growing at a rate of perhaps 2.3% annually 
and with only 4% of the total land under cultivation, Cameroon is one of 
Africa's few net exporters of food. 
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Cameroon is the world's fifth largest producer of cocoa and is a signi- 
ficant African exporter of coffee. In 1978/79 the nation produced 

121,000 tons of cocoa and 90,000 tons of coffee, up somewhat from the 
previous year. Coffee and cocoa accounted for 55% of export earnings 

in 1978/79, despite a severe downturn in the world market prices for 

both of these crops. Happily for Cameroon, prices (and production) 

have recovered somewhat in mid-1979 and the nation can look forward to 
improved earnings at the end of the current campaign. Both crops are 
grown by traditional farmers on small landholdings (less than 4 or 5 acres) 
as a sideline cash crop. 


It appears that government policies to stimulate coffee and cocoa pro- 
duction have paid off by stemming the downward production trend of a few 
years ago. Measures such as three successive producer price increases 
(for this season the price of cocoa has been increased from CFA 260 to 
CFA 290 per kilogram), subsidies for the use of fertilizers, pesticides, 
and insecticides; regeneration of old trees and planting of new ones; 
and improved farm to market roads have al] contributed to a renewed 
dynamism in this all important sector of the economy. 


Forest reserves in Cameroon cover about 43% of the nation's total land 
area. Government has sought to promote the development of the forestry 
sector by granting concessions to investors and by improving transportation 
facilities. The export of logs diminshed in recent years due to a slacken- 
ing of external demand in the industralized countries but the trend is 
reversing with western economic recovery. Production of undressed timber 
in 1977/78 was about 1.4 million cubic meters, up 10% over the previous 
year. Without doubt, forestry must be considered one of the most promising 
growth sectors in this economy. As a measure of American interest, the 
U.S. Department of Commerce will sponsor a Timber Industries Trade Mission 
to Cameroon in February 1980. 


Other important agricultural output for 1978/79 in Cameroon are the 
following: cotton (60,000 tons), bananas (90,000 tons), and rubber 

(18,000 tons). In addition, Cameroon grows a number of food crops and is 
a net exporter of food to neighboring countries. The most important 
cereals are millet and sorghum, of which 400,000 tons are produced 
annually. Rice and sugar cane production are both encouraged by the 
Government. Domestic sugar production has had a direct import substitution 
effect and amounted to 9,000 tons of refined product in 1969/70 rising 

to over 30,000 tons in 1977/78. 


Agro-industry is given particularly high priority first because it will 
lay the foundation for later industrial development and, second, because 
it has the potential to reduce Cameroon's dependence upon the vagaries of 
the international markets for cocoa and coffee. Among the major agro- 
industrial projects are: SODEBLE, involving the cultivation of 10,000 
hectares of wheat; SOSUCAM and CAMSUCO which together will grow and 
refine about 85,000 tons of sugar per year (the latter having received 

a $50 million credit in mid-1979 from a syndicate of international 

banks led by Chase Manhattan); SOCOPALM and the Cameroon Development 
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Corporation (CDC), which with World Bank and other donor support will 
develop 32,000 hectares of palm oi] production in West and Southwest 
Cameroon. Foreign investors have demonstrated interest in the agro- 
industrial sector, especially in developing processed fruit and 
vegetable projects. 


Industry 


The secondary sector accounts for 24% of Cameroon's GDP, up substantially 
in recent years. This sector consists mainly of small scale manufacturing, 
processing and assembly plants which produce consumer goods, situated in 

a cluster in and around Douala, and the large ALUCAM aluminum manufacturing 
complex at Edea, about 90 kilometers inland. Growth of the industrial 
sector has been encouraged by a favorable regulatory investment climate, 
abudance of low-priced hydroelectric power, and the formation of the 
Central African Economic and Customs Union (UDEAC) to facilitate trade and 
protection of infant industry. Most major industrial projects for import 
substitution were completed in the 1960's; thus the emphasis has shifted 
to the production of intermediate products for domestic consumption and 
processed products for export. Other established industries are textiles 
and shoe manufacturing, beer and soft drink bottling, and agro-industry, 

as previously discussed. 


Minerals/Petroleum/Electric Power 


Mining is restricted to the extraction of small quantities of casserite, 
gold, and a few non-metallic minerals. Production in all instances is 
minimal. Important deposits of bauxite, estimated at over 1 billion tons 
have been discovered at Minim-Martap, southwest of Ngaoundere, and also 
near Dschang. It is doubtful that these deposits will be exploited in the 
near future due to the high development costs. Several other mineral 
deposits have been identified in various parts of the nation, the most 
promising being a one billion ton deposit of 70% hematite iron ore in 
southeastern Cameroon at Mbalam. 


Oi] exploration has been underway mostly in the sedimentary basin near the 
Victoria area since the early 1950's. In late 1977, Elf-Serepca began 
petroleum production offshore in the Rio-del-Ray region. In 1978 production 
may have reached 800,000 tons with output expected to nearly double in 1979. 
An American firm, Pecten (Shell), has 49% of the production coming from the 
primary producing concession at Kole Marine and is actively searching for 
crude in other concession areas, as are other U.S. and foreign producers. 
Mobil recently announced a significant hydrocarbon strike in the shallow 
waters of the Douala Basin, an area which holds promise of competing with 
production rates in Cameroon's share of the Niger delta. At present 
Cameroon imports all refined petroleum products and exports crude, but 

this should change in 1981 when the petroleum refinery, currently under 
construction at Victoria, is completed. Its initial capacity will be 

1.5 million tons annually with potential for expansion to 2 million tons. 
Thus, by the early 1980's Cameroon should produce and refine sufficient 
amounts of petroleum to meet domestic needs, and is likely to become a 
modest exporter. 
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With an installed capacity of about 314 megawatts, the country is now the 
second largest producer of hydroelectric power in francophone Sub-Sahara 
Africa. It will become the largest producer in the region upon completion 
of the Edea Dam complex, which today generates 95% of the total electricity 
output of the country. In 1978, production exceeded one billion kilowatt 
hours. Major projects under construction are the Song Loulou dam at Edea 
and the Lagdo dam at Njock, which together will add another 300-400 mega- 
watts to annual power generation to meet the growing needs of the aluminum 
smelter, the paper pulp factory and the petroleum refinery. About 70% of 
all electricity generated is consumed by ALUCAM. 


Transportation/Communications 


In recent years some 40% of public funds have been channeled into road, 
railway, and port construction as well as air transport. There are 
approximately 31,000 kms. of classified roads in the national network, 

about half of which are secondary in nature. In 1975, 2,155 kms. were 
paved. Since that year the network of unpaved principal roads has doubled 
from 7,000 kms. to 14,200 kms. In 1974/75 the total number of registered 
vehicles in Cameroon surpassed 55,000; since then the volume has grown at a 
rate of over 15% per annum. The current national development plan devotes 
nearly 11% of total investment for roads and bridges in order to increase 
access to isolated parts of the nation, improve raw material evacuation from 
the interior, improve links with neighboring countries, widen and pave 
existing routes between major towns, and provide for a permanent supply 

of road maintenance equipment. 


The rail network comprises some 1,170 kms. of track with the major line 
going from the cattle-processing city of Ngaoundere in the north central 
part of the nation to Douala, the major seaport and commercial city in the 
southwest. The overall network carries about two million passengers and 
1.3 million tons of freight annually. In 1978 revenues exceeded CFA 6 bil- 
lion. Much of the Trans-Cameroon Railway was constructed over 50 years ago 
and is currently undergoing renovation to remove a major transportation 
bottleneck and help unify the national market. CFA 28 billion has been 
allocated to the railway sector under the Fourth Plan to upgrade existing 
routes, construct a new terminal and marshalling yard in Douala, and to 
replace 26 locomotives and 558 units of rolling stock. 


Cameroon has three seaports (Douala-Bonaberi, Victoria, and Kribi) and two 
river ports (Garoua and Tiko). The largest of these by far is Douala- 
Bonaberi which moved about 2.8 million tons of cargo in 1978. Under the 
1976/77-1980/81 Plan, CFA 19 billion has been appropriated to enlarge and 
improve facilities of the Douala port and boost its capacity to 5 million 
tons. Work is scheduled for completion in 1980. The harbor capacity at 
Kribi will be tripled during the same period from 120,000 to 360,000 tons. 
Furthermore, the national shipping line, CAMSHIPLINES, will expand its 
fleet from four to six ships. 


The nation has 15 airports of which 5 can take jet aircraft. The only 
international airport at present is at Douala - the only facility currently 
accommodating long range jets. Cameroon Airlines, the nation's semipublic 
air carrier owns one B-707, three B-737's, and one Twin-Otter. A B-747 
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cargo-passenger combi, financed (80%) by EXIM, is due to be delivered in 
1981. A Presidential B-727 valued at $25 million was delivered in mid 1979. 


The postal service has over 175 offices and meets the needs of rural centers 
and remote areas with a mobile service. Seventeen cities have automatic 
telephone exchanges and the number of lines increased from 9,000 to 

18,000 between 1971 and 1976. A microwave system has been installed recent- 
ly by GTE, and in 1974 a satellite telecommunications earth station was 
inaugurated. Direct satellite telephone and telex services are available 

to Europe, the U.S., and other African nations. The Fourth Plan calls for 
expenditures of CFA 15 billion for the extension of telephone exchanges in 

12 cities, the installation of automatic exchanges in 11 others, the esta- 
blishment of new microwave relays toward the west and south with connections 
to Gabon, and the expansion of current facilities in Yaounde, Douala and 
Buea. 


Part B - Implications for the United States 


The outlook for U.S. business in Cameroon, both through direct sales and 
investment, is good. Due to historical and cultural ties, Cameroonian 
industry and commerce still tends to look first to France. It should be 
noted, however, that it is the policy of the GURC to diversify its sources 
of overseas supply as well as its investment partners. While this policy 
provides the opportunity to enter the Cameroonian market, it should be 
understood that if U.S. exporters wish to successfully compete here, they 
must offer relatively rapid delivery and good after-sales services. 

Often this will mean that a basic inventory of both goods and spare parts 
must be maintained in Cameroon. Best prospects for U.S exporters are 
agricultural machinery and equipment, food processing and packaging 
equipment, transportation equipment, timber and wood processing equipment, 
automotive repair equipment and accessories, optical and photographic 
equipment, medical equipment and supplies, and cosmetics and other consumer 
goods. 


Cameroon also offers reasonable potential for U.S. investment. The Came- 
roonian Government actively recruits foreign firms to invest in Cameroon. 
The investment code is quite liberal and was designed to attract foreign 
investors. The country's leadership is relatively young and well educated, 
and has developed a reputation for sound and prudent economic policies. 
Cameroon is a member of the four country Customs Union of Central African 
States (UDEAC), which offers access to a large and growing market. In 
addition, Cameroon scrupulously pays its debts and enjoys a very good 
credit rating. The country also has a proven record of stability. 


Agro-industry, timber, food processing, light industry and assembly plants 
are the main areas at present where U.S. investors may find good opportuni- 
ties. Increasing agricultural production for domestic consumption and 
export has the highest Government priority. All of Cameroon's neighbors 
are food importers, and Europe and North America could be potential 

markets for fresh or processed fruits and vegetables. Investment in both 
timber and mineral resources offers substantial opportunities, particularly 
for engineering and logging firms. Light industry and assembly plants can 
take advantage of Cameroon's hydroelectric power, manpower availability, 
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and membership in UDEAC. Investment in Cameroon is almost always in 
partnership with local companies or the Government. However, those 

foreign firms willing to work with and train Cameroonians will enjoy a 

wide range of special privileges designed to make such partnership attractive 
and mutually profitable. While inadequate infrastructure imposes obstacles 
to investment at the moment, there are sufficiently profitable opportuni- 
ties to make Cameroon one of the most attractive African countries for 

U.S. investors. 


The past year has witnessed a mini-boom of newly arrived U.S. firms including 
KALICAK (construction), Otis Engineering, Weatherford/Lamb, Brown and 

Root (petroleum service), and Pierson and Whitman (engineering consultants). 
Other, including General Motors, B.F. Goodrich, John Deere, General Electric, 
and Firestone have found local representatives. Perhaps the most sig- 
nificant event, in terms of future U.S. business development in Cameroon, 

was the opening of a Chase Manhattan affiliate in Douala early in 1979. 

In view of the exposure given Cameroon by a high level Cameroonian invest- 
ment mission to the U.S. in June 1979, a visit by the President of the 
Overseas Private Investment Corporation to Douala and Yaounde in August 

1979, and a trade mission to Cameroon and other African nations in September 
1979 (led by then Ambassador Andrew Young) increased American business 
interest here is anticipated in the months and years to come. One recent 
business visitor to the American Embassy in Yaounde characterized Cameroon 

as an Ivory Coast in several years--probably not far from the mark. 
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